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EARNINGS AND EXPENSES OF MEMBER BANKS
Member banks of the Federal Reserve
System, taken as a whole, showed net profits
for the year 1935 for the first time since 1931.
These profits were earned notwithstanding
the continued low level of money rates and
the large volume of funds for which the banks
found no employment and on which they con-
sequently received no return. The improve-
ment has reflected a decrease in charge-offs,
an increase in recoveries, and appreciation in
securities sold. Detailed statistics of earn-
ings and expenses of member banks in 1935
and 1934 are given in tables on subsequent
pages of this BULLETIN.
Net profits, as shown in the tables, include
not only net earnings from current opera-
tions but also recoveries and profits on securi-
ties sold, less charge-offs for losses and de-
preciation. In 1935 net profits were slightly
more than $4 for every $100 of total capital
funds, as compared with net losses of about
4
1/) percent of capital in 1934 and 7^ per-
cent in 1933. In the period from 1925 to 1929
net profits averaged nearly 9 percent of capi-
tal funds. Cash dividends declared were in-
creased slightly in 1935 and for the first time
since 1929 were covered in full by net profits;
they continued, however, smaller than in the
years prior to 1933.
EARNINGS AND EXPENSES OF MEMBER BANKS
[In millions of dollars]
Total current earnings
Total current expenses
Net earnings from current opera-
tions
Recoveries, profits on securities sold, etC-_
Losses and depreciation

































Gross earnings from current operations,
as shown in the following table and in the
chart, were slightly smaller in 1935 than in
1933 and 1934, reflecting reduced yields on
loans and investments. Although current
expenses also declined, net earnings from cur-
rent operations were smaller than in earlier
years. The improvement in net profits re-
flected a substantial decrease in charge-offs
for bad and doubtful assets, and an increase
in recoveries on charge-offs of previous
years and profits on securities sold. Charge-
offs for losses and depreciation amounted to
more than $500,000,000 in 1935 as compared
with an average of nearly $800,000,000 in the
four previous years and with about $200,-
000,000 in the period prior to 1929. The net
losses reported by member banks from 1932
to 1934 were due to these large charge-offs.
EARNINGS AND EXPENSES OF MEMBER BANKS
TOTAL CURRENT EARNINGS
/ LOSSES LESS RECOVERIES. ETC.
/ / TOTAL CURRENT EXPENSES
500 i
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The accompanying chart shows that from
1927 through 1929 total current earnings
and current expenses increased slightly. The
increase in total current earnings in that
period reflected principally growth in the
volume of loans and investments, although
there was also a small increase resulting from
a rise in interest rates. From 1929 to 1933
total current earnings of member banks de-
clined steadily, reflecting in part a decrease
in loans and investments of member banks
and in part a reduction in rates of interest
on loans and in yields on securities. A fur-
ther decrease occurred in 1935, as a result of
continued declines in interest rates, which
more than offset the effect of an increase in
earning assets.
The average rate of interest and discount
on loans increased from 5.45 percent in 1927
to 6.10 percent in 1929 and declined to 4.68
percent in 1933 and 4.16 percent in 1935.
Interest and dividend rates on investments
declined from an average of 4.70 percent in
the years 1927-1929 to 3.53 percent in 1933
and 2.76 percent in 1935.
In the period of decreasing gross earnings
since 1929 member banks have also reduced
expenses. The principal reduction was in in-
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terest paid on deposits. Interest paid on
time deposits, which averaged about 3% per-
cent from 1927 to 1930, averaged less than 2
percent in 1935, and interest paid on demand
deposits was practically eliminated by the
Banking. Act of 1933. Total salaries an'd
wages paid by banks increased slightly in
1934 and 1935, but in the latter year were
about one-fourth smaller than in 1929, com-
pared with a reduction of about one-fifth in
total loans and investments.
These changes in current earnings and ex-
penses have had the net result of enabling
member banks to continue throughout the de-
pression to show net earnings on current
operations, which in most of the past ten
years have amounted to about 1.50 percent
of total loans and investments. This ratio
declined in 1935, however, to a low level of
1.29 percent.
Losses on loans and investments charged
off by banks began to increase in 1930, ab-
sorbed practically all earnings and profits in
1931, and resulted in net losses in 1932, 1933
and 1934. In 1934, although allowances for
losses and depreciation reached a maximum,
member banks reported substantially larger
recoveries from losses previously written off
and profits from securities sold. In 1935
losses declined to the smallest amount since
1930, while recoveries and profits from se-
curities sold showed a further increase, with
the result that the banks, as a whole, again
showed net profits. The total amount of net
profits in 1935, however, was less than half
the pre-depression level, as were also the
ratios of net profits to total loans and invest-
ments and to total capital funds.
Both national and State member banks
and member banks in each Federal Reserve
district, taken as a whole in each group,
showed net profits in 1935 as compared with
net losses in 1934. Member banks in the
Minneapolis and New York districts, which
reported relatively the largest net losses in
1934, showed the greatest improvement in
1935, while member banks in the Richmond
and Chicago districts, which reported rela-
tively small net losses in 1934, showed the
smallest improvement in earnings in 1935.
Insured nonmember banks, for which figures
are compiled by the Federal Deposit Insur-
ance Corporation, also reported larger net
earnings and smaller charge-off s in 1935 than
in 1934, but these banks as a group showed
a small net loss in 1935.
Figures of earnings and expenses of banks
for 1935, grouped by size of banks, are shown
for State member banks and for all insured
commercial State banks in tables on pages
528-529. Data for national banks by size
group for the year 1935 have not yet become
available. All size groups of insured State
banks, except those with deposits of over
$50,000,000, showed larger net earnings from
current operations in 1935 than in 1934, and
all but one group showed net profits in 1935,
after allowances for recoveries, losses, etc.
The group which includes banks with de-
posits of between $5,000,000 and $50,000,000
continued to show a net loss, though a much
smaller one than in 1934.
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EARNINGS AND EXPENSES OF MEMBER BANKS—Continued
ALL MEMBER BANKS, BY CLASSES OF BANKS, YEARS ENDED DEC. 31, 1935 AND 1934
Earnings:
Interest and discount on loans. _
Interest and dividends on in-
vestments




Foreign department _ __
Trust department
Service charges on deposit ac-
counts _ _
Other current earnings














Net earnings _ _ __.
Recoveries, profits on securities,etc:
On loans




On loans _ _
On invp-St.Tnp.nts
On banking house, furniture,
and fixtures _ _
All other
Total losses and depreciation.




 2 _ _ _
Investments






















































































Net profit, or net loss (-), per $100 of capital fu
Interest and discount on loans per $100 of loans
Losses on loans per $100 of loans. _
Interest and dividends on investmei
Losses on investments per $100 of in
Interest on time deposits per $100 of
Total deposits per $1 of capital fund



















































































































































































































































































































































































































For footnotes see p. 523.
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EARNINGS AND EXPENSES OF MEMBER BANKS—Continued
ALL MEMBER BANKS, BY DISTRICTS, YEARS ENDED DEC. 31, 1935 AND 1934—Con.















Interest and discount on
loans
Interest and dividends on
investments
































On banking house, furni-
ture and fixtures
Allother
Total losses and depre-
ciation

























































































































































































































58, 996 242, 614 252, 658 71, 586 72, 637 75, 961 77, 400 34, 268 34, 877 30, 993 30,811














































































































































, 217, 476 2,
476, 326
163,093

















1 The ratios are based upon data taken from the customary abstracts of reports of condition and of earnings and dividends. It should be borne
in mind in using them that the statistics employed represent aggregates for all member banks reporting on the various dates, and the ratios are
therefore ratios of aggregates in which figures for large banks have a statistical influence somewhat disproportionate to their number in comparison
with the figures for small banks. No adjustments nave been made in the underlying data for changes during a given year in the number of banks
whose reports underlie the statistics, since the figures presented are for sufficiently large groups that the results appear not to be appreciably affected
by these changes.
2 Figures for loans, investments, deposits, and capital funds are averages of amounts from reports of condition for 5 call dates (December to
December).
3 Includes interest on capital notes and debentures.
4 By "capital funds" is meant the aggregate book value of capital stock, capital notes and debentures, surplus, undivided profits, reserves for
contingencies, reserves for stock dividends on common stock, and retirement fund for preferred stock and/or capital notes and debentures. Prior
to July, 1932, reserves for dividends were also included in capital funds.
Back figures.—See BULLETIN for August 1935, p. 540-542. For summary figures for the country as a whole, see Annual Report for 1934 (table 91.)
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EARNINGS AND EXPENSES OF MEMBER BANKS—Continued
ALL MEMBER BANKS, BY DISTRICTS, YEARS ENDED DEC. 31, 1935 AND 1934—Con.
[In thousands of dollars]
Earnings:
Interestanddiscountonloans_
Interest and dividends on in-
» vestments
































On banking house, furni-
ture and fixtures
All other
Total losses and deprecia-
tion



















































































354, 313 1, 729, 583














































































































































































































































































































































































For footnotes see p. 523.
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EARNINGS AND EXPENSES OF MEMBER BANKS—Continued
ALL MEMBER BANKS, BY DISTRICTS, YEARS ENDED DEC. 31, 1935 AND 1934—Con.













Net earnings .. _
Recoveries, profits on securities, etc.__
Losses and depreciation
Net profit, or net loss (—)__
Other ratios: 12
Net profit, or net loss (—), per $100 of
capital funds
 4
Interest and discount on loans per
$100 of loans
Losses on loans per $100 of loans
Interest and dividends on invest-
ments per $100 of investments. _ __
Losses on investments per $100 of
investments
Interest on time deposits per $100 of
time deposits
Loans and investments per $1 of
capital funds
 4
Total deposits per $1 of capital funds -L






Interest on deposits __




All other expenses.. . .
Total current expenses
Net earnings
Recoveries, profits on securities, etc__
Losses and depreciation _ ._
Net profit, or net loss (—) _
Other ratios: 1
 2
Net profit, or net loss (—), per $100
of capital funds
4
Interest and discount on loans per
$100 of loans
Losses on loans per $100 of loans
Interest and dividends on invest-
ments per $100 of investments
Losses on investments per $100 of
investments.
Interest on time deposits per $100 of
time deposits _ _
Loans and investments per $1 of
capital funds
 4
























































































































































































































































































































































































































































































































































For footnotes see p. 523.
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EARNINGS AND EXPENSES OF MEMBER BANKS—Continued
NATIONAL BANKS, BY DISTRICTS, LAST SIX MONTHS OF 1935
a
[Compiled by the Comptroller of the Currency from reports submitted by national banks. In thousands of dollars
Earnings:
Interest and discount on loans
Interest and dividends on investments-
Interest on balances with other banks._-
Collection charges, commissions, fees,
etc
Foreign department._ __ _ _
Trust department
Service charges on deposit accounts
Other current earnings























On banking house, furniture, and fix-
tures
Allother
Total losses and depreciation
Net profit
Cash dividends declared
Capital funds,* Dec. 31, 1935































































































































































































































































































































































































































































For footnotes see following table.
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EARNINGS AND EXPENSES OF MEMBER BANKS—Continued
STATE MEMBER BANKS, BY DISTRICTS, LAST SIX MONTHS OF 1935
[In thousands of dollars]
Earnings:
Interest and discount on loans
Interest and dividends on investments
Interest on balances with other banks.




Service charges on deposit accounts...
0 ther current earnings









Interest and discount on borrowed
money












On banking house, furniture and fix-
tures. _ _ _
Allother
Total losses and depreciation
Net profit, or net loss (—)
Cash dividends declared
2
Capital fundss, Dec. 31, 1935
Numbers of officers, Dec. 31, 1935
Number of employees (full- and part-
time), Dec. 31, 1935




















































































































































































































































































































































































































































































1 For corresponding figures of State member and National banks for the first 6 months of 1935, see BULLETIN for December 1935, pp. 872-873.
2 Includes interest on capital notes and debentures.
s The aggregate book value of capital stock, capital notes and debentures, surplus, undivided profits, reserves for contingencies, reserves for
stock dividends on common stock, and retirement fund for preferred stock and/or capital notes and debentures.
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EARNINGS AND EXPENSES OF MEMBER BANKS—Continued
EARNINGS, EXPENSES, AND DIVIDENDS OF STATE BANK MEMBERS, YEAR ENDED DECEMBER 31,
1935,
1 BY SIZE OF BANKS
[In thousands of dollars]
Earnings:
Interest and discount on loans.
Interest and Dividends on investments..
Interest on balances with other banks..
Collection charges, commissions, fees, etc.
Foreign department ___
Trust department
Service charges on deposit accounts
Other current earnings




Demand . . . _.
Bank
Total
Salaries and wages . .
Interest and discount on borrowed





Recoveries, profits on securities, etc.:
On loans




On loans __ _._ _ _ _.
On investments
On banking house, furniture and fixtures.
Allother
Total losses and depreciation
Net profit, or net loss (—)
Cash dividends declared
3
Number of officers on Dec. 31, 1935
Number of employees (full and part time)
on Dec. 31, 1935








































































































































































































































































































































































































1 For corresponding data for 1934, see BULLETIN for August 1935, p. 545.
2 Includes two banks haviner no deposits.
3 Includes interest on capital notes and debentures.
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EARNINGS AND EXPENSES OF MEMBER BANKS—Continued
EARNINGS, EXPENSES AND DIVIDENDS OF INSURED COMMERCIAL STATE BANKS (INCLUDING
STATE BANK MEMBERS OF THE FEDERAL RESERVE SYSTEM), YEAR ENDED DECEMBER 31,
1935,
1 BY SIZE OF BANKS
[Figures for nonmember banks compiled by Federal Deposit Insurance Corporation]
fin thousands of dollars]
Earnings:
Interest and discount on loans
Interest and dividends on investments._
Collection charges, commissions, fees, etc.
Foreign department _ ..
Trust department
Service charges on deposit accounts.._ .
Other current earnings..
Total earnings from current operations.
Expenses:
Interest on deposits _ _
Salaries and wages














On banking house, furniture and fixtures.
All other
Total losses and depreciation
Net profit, or net loss (—)
Cash dividends declared
3
Number of officers on Dec. 31, 1935
Number of employees on Dec. 31, 1935.. _.










































































































































































































































































































































































1 For corresponding figures for 1934, see BULLETIN for August 1935, p. 546. 2 Includes two banks having no deposits.
3 Includes interest on capital notes and debentures.
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